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INTERIM RESULTS

The directors (the “Directors”) of Welling Holding Limited (the “Company”)
hereby present the unaudited consolidated results of the Company and its
subsidiaries (together, the “Group”) for the six months ended 30 June
2010, together with the comparative figures for 2009. These condensed
consolidated interim financial information have not been audited, but have
been reviewed by the Company’s audit committee (“Audit Committee”).
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CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT

BHEePH KRR

FOR THE SIX MONTHS ENDED 30 JUNE 2010
BE-_ZT-—ZFXA=THILXEA

Unaudited
RIEERZ
Six months ended 30 June

BEAA=tHL<EAR

2010 2009

—E—FF ZETNF

Note HK$°000 HK$'000

B % BETR BT T

Revenue U z= 4 4,109,908 2,235,210

Cost of goods sold HE B MK A (3,568,557) (1,892,329)
Gross profit E£7 541,351 342,881
Other gains — net Bz — F 58 5 25,844 26,627

Selling and marketing costs $H 5 N T 35 HE B B AR (55,404) (40,063)

Administrative expenses THAX (131,627) (106,404)
Operating profit & E 380,164 223,041

Finance costs A& KA (18,750) (11,580)
Finance income & A 2,308 2,391

Finance costs — net BEKAN — FE 7 (16,442) (9,189)
Share of profit of associates 1l B 42 X &) F) 7,059 —
Profit before income tax $0B& BT 15 Hi gu F E 370,781 213,852

Income tax expense FrisfAx 8 (72,302) (35,655)

Profit for the period attributable to FAABHEHA
the owners of the Company FE 45 2 5 # 5

298,479 178,197

Earnings per share for profit EATIHMBEAELSEREF -
attributable to the owners of the LA B 7 Ml 51 R
Company, expressed in HK cents

per share

— basic — K

— diluted — #E
Dividends B2

9 1.32
9 1.31
10 —

The notes on pages 10 to 33 form an integral part of this condensed
consolidated interim financial information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
BHEeFHEZEHRER

FOR THE SIX MONTHS ENDED 30 JUNE 2010
BE-Z-ZF R A=1+HLEREAR

Unaudited
REEZ
Six months ended 30 June

BESA=THLEREAR

2010 2009

—E-TF —ETAF

HK$’000 HK$’000

BT BT T

Profit for the period HA & #0 5H 298,479 178,197
Other comprehensive income/(loss) H it 2EU AN (Ei8)

Currency translation differences ERERER 13,620 (1,046)

Other comprehensive income/(loss) HBRHIEZEZHEEMEZET

for the period, net of tax BN (E51E) (1,046)
Total comprehensive income for the HEiEI2ZEU N\ %8
period 312,099 177,151

The notes on pages 10 to 33 form an integral part of this condensed M E10E33E < I it A I S BH 4R & F BB % & 1
consolidated interim financial information. Z—EBS °
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
ERASETHMBRKAELR

AS AT 30 JUNE 2010
W-E-FFAA=TE

Unaudited Audited
REEZ KEZ
30 June 31 December
2010 2009
—E—-FF ZETNF
FNA=1H e s
Note HK$’000 HK$'000
B 5 BETT BT T
ASSETS BE
Non-current assets RBEE
Leasehold land and land use rights FEE L K 4 b A 11 124,175 124,496
Property, plant and equipment M BWERRE 11 771,975 699,543
Goodwill SES 22,616 22,408
Investments in associates B N FIIRE 215,988 206,966
Deferred income tax assets FEIREFTISTHE E 27,619 21,856
Available-for-sale financial assets AL ESREE 28,657 28,393
Prepayment for property, plant and ERME - BEK
equipment R A 13 6,595 3,816
1,197,625 1,107,478
Current assets REEE
Inventories e 12 719,292 669,192
Trade and other receivables B 5 K H At e sk 13 1,598,891 1,241,138
Due from related companies JFE U BB B A | 5RIR 21(c) 2,074,205 1,248,138
Derivative financial instruments PTEem T A 29,033 25,708
Pledged bank deposits BT IRITER 44,065 49,081
Cash and cash equivalents ReRREeEEY 629,348 257,478
5,094,834 3,490,735
Total assets BEE 6,292,459 4,508,213
EQUITY s
Capital and reserves attributable to AR T HEH A
the owners of the Company FEIERARFEE
Share capital & 75 14 1,408,795 1,347,931
Other reserves HAth & 85 15 474,937 272,043
Accumulated losses REtEE
Others Hb (257,328) (552,655)
Proposed final dividend EEAHRKE - 67,397
Total equity R EE 1,626,404 1,134,716
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION (Continued)
ERAEEPHMBRAR(E)

AS AT 30 JUNE 2010
W-E-FFAA=TE

Unaudited
REER
30 June
2010
—T-%F
~A=+H
HK$°000
BETT

234,728
39,849

274,577

3,492,530
179,753
3,325
66,724
649,146

4,391,478

4,666,055

6,292,459

703,356

Note
M 5E
LIABILITIES BfE
Non-current liabilities EFHER
Borrowings B xR 16
Deferred income tax liabilities BEMGSHAR
Current liabilities HEEE
Trade and other payables B 5N EMEMNRK 17
Due to related companies FET BB R A A 5RIA 21(c)
Derivative financial instruments TESMIA
Current income tax liabilities BNERFT SR B &
Borrowings & 16
Total liabilities HafE
Total equity and liabilities EaRAEEE
Net current assets RBEEFH
Total assets less current liabilities @EERRDERE

1,900,981

The notes on pages 10 to 33 form an integral part of this condensed

consolidated interim financial information.

Audited

mEZ

31 December
2009
—EETNF
+-—A=1+—H
HK$’000
BT T

160,000
25,235

185,235

2,598,798
178,615
902
30,845
469,102

3,278,262

3,463,497

4,598,213

212,473

1,319,951

REFBI0EIBA Z M AL AL A P M E#
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
EHASSPHERBHR

FOR THE SIX MONTHS ENDED 30 JUNE 2010
HE-Z-ZFXA=THILXER

Unaudited
REER
Attributable to the owners of the Company
FATHEEAELS
Share Other Accumulated

capital reserves losses  Total equity
[ Hiti it 5 RitEE BLEHE
HK$'000 HK$'000 HK$'000 HK$'000

BT BT BETT BT

Balance at 1 January 2009 R-ZFFBAE-R—-HZ&R 1,347,931 227,921 (805,210) 770,642
Profit for the period BRFE - - 178,197 178,197
Other comprehensive loss: Hi2HEEE:
Currency translation differences EMERER - (1,046) - (1,046)
Total comprehensive (loss)/income 2 (&), /WA B - (1,046) 178,197 177,151
Transactions with owners in their HUEBEAGTHHEEA

capacity as owners: EBIRXS:
Transfer to statutory reserves ERELATRE - 15,623 (15,623) -
Employee share option scheme EEBRESE
— value of services provided — FiRERS 2 EE - 5,076 - 5,076
Total transactions with owners HBAENETZRXAEE - 20,699 (15,623) 5,076
Balance at 30 June 2009 R-ZBEAEAA=+EZER 1,347,931 247,574 (642,636) 952,869
Balance at 1 January 2010 R-ZF-FE—F—-HZ&ER 1,347,931 272,043 (485,258) 1,134,716
Profit for the period HRFE 298,479 298,479
Other comprehensive income: Hiz2mBA:
Currency translation differences ERER=R ] 13,620
Total comprehensive income 2EKNEE ] 298,479 312,099
Transactions with owners in their HUEBEAGSHHEEA

capacity as owners: BITRXS:
Issuance of shares BITR M ! 192,000 252,000
Share issuance expenses B ETRY (6,557) (6,557)
Transfer to statutory reserves HRELATRE 127 -
Employee share option scheme EEBREE
— value of services provided — TR RS 2 EE 3,228 3,228
— proceeds from shares issued RO EITRERIE 476 1,340
Year 2009 final dividend “ETNERBRE - (70,422) (70,422)
Total transactions with owners ERANETZRBEHE 60,864 189,274 (70,549) 179,589
Balance at 30 June 2010 R-ZB-BE A=+EZEH 1,408,795 474,937 (257,328) 1,626,404

The notes on pages 10 to 33 form an integral part of this condensed M E10E33E < I it & I S BH 4R & F BB % & K
consolidated interim financial information. 22— &b
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
HASGEPHBEERER

FOR THE SIX MONTHS ENDED 30 JUNE 2010

BE-Z-ZF R A=1+HLEREAR

Unaudited
REE=Z
Six months ended 30 June

BEAA=THLEREAR

2010 2009
—E-FF —ETNF
HK$’000 HK$'000
BETRT BT T

Net cash inflow from operating CEFHZHERNTFE

activities 104,365
Cash flows from investing activities RZEEFHZHRELKEE
Purchases of property, plant and BEWME WERZHE

equipment (121,302) (94,556)
Receipt of government grant U B BT #R8 B 3,715 2,448
Proceeds of disposals of property, plant &Y% « B 5 K& E TS 508

and equipment 9,567 3,280
Net cash used in investing activities REFHFAZCHEEIFHE (108,020) (88,828)
Cash flows from financing activities RIZEFEZREKE
Proceeds from borrowings CENREE 746,800 691,299
Repayment of borrowings BEEX (492,028) (600,263)
Decrease/(increase) in pledged bank BRI RUR L (3 0)

deposits 5,016 (21,585)
Dividends paid to owners of the Company J& {5t KA & # B A I & (70,422) —
Proceeds from issuance of ordinary shares %17 % & % P15 51 18 253,340 —
Shares issuance expenses AP BT (6,557) -
Net cash generated from financing MEEHELEZESFE

activities 436,149 69,451
Net increase in cash and cash HeRBSEEYMENEE

equivalents 371,870 84,988
Cash and cash equivalents at beginning of Hi#1 2R 4 RIREZ(EY

the period 257,478 217124
Cash and cash equivalents atendof HIKZIRERIRLEEY

the period 629,348 302,112

The notes on pages 10 to 33 form an integral part of this condensed

consolidated interim financial information.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
BRSSPI MEENME

GENERAL INFORMATION

Welling Holding Limited (the “Company”) and its subsidiaries
(together the “Group”) manufacture, distribute and sell motors and
electronic and electric components for electrical household
appliances and trade raw materials in the People’s Republic of
China (the “PRC”) and overseas.

The Company is a limited liability company incorporated in Hong
Kong. The address of its registered office is at Suite 3904, 39/F,
Tower 6, The Gateway, Harbour City, 9 Canton Road, Tsim Sha
Tsui, Kowloon, Hong Kong.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

This condensed consolidated interim financial information for the
six months ended 30 June 2010 are presented in Hong Kong
dollars (“HK$”), unless otherwise stated. This condensed
consolidated interim financial information has been approved for
issue by the board of Directors on 30 August 2010.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2010 has been prepared in accordance
with Hong Kong Accounting Standard 34, “Interim financial
reporting”. The condensed consolidated interim financial information
should be read in conjunction with the annual financial statements
for the year ended 31 December 2009, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”).

—BEH

BEZERBRAR(ARRADREHE AR
S DECEINER AT )
RESNEE  HEREERABR TR
MRETEREM UWREBERME -

AREAREBTMAL 2 BERET AR
AR EROIUEATBENLELADHEHERE
QSR G 7 B B K JE SE6 239123904 F ©

ARBBROREBABARZABERAF X
R e
BREEEAN BE_ZE-ZEFRA=T

BIERNEAZERESTHYHERNLE
BIEED27 - WEREATHUKE
HER-_Z-—ZF\A=tREEESH
T -

BE_Z-ZFXA=1THLERNEAZH
REETHMBERDRERESHER
FMFPHUBREIRE - FREEF
HMBEEN AR E_TTNF+ A=
T-BULEFEZFEMBRR —HHE
ZFEEMBERRERET BB HRELER
((EEHMBHRELERDREH -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the year
ended 31 December 2009, as described in those annual financial
statements.

Taxes on income in the interim periods are accrued using the tax
rate that would be applicable to expected total annual earnings.

The Group has adopted the following new/revised HKFRSs effective
on 1 January 2010:

HKFRS 3 (Revised)
HKAS 27 (Revised)

Business Combinations

Consolidation and Separate Financial
Statements

K (IFRIC) — Int 17 Distributions of Non-Cash Assets
to Owners

HKICPA's improvements to HKFRSs published in May 2009

The adoption of these new/revised HKFRSs has no significant
impact on the Group’s financial statements.

SEGMENT INFORMATION

The principal activities of the Group are manufacture, distribution
and selling of motors and electronic and electric components for
electrical household appliances and trading of raw materials in the
PRC and overseas.

In accordance with the Group’s internal financial reporting provided
to the chief operating decision-maker, the board of Directors, who
is responsible for allocating resources, assessing performance of
the operating segments and making strategic decisions, the
management considers the business from both business and
geographical perspective.

3. ERTEK

BREFRT IRACZEAREEBEE
TENFT+_A=+—"BHLEFEZFEY
BHREMEAE(REAZFEM B RRK)
— 3.

AEHBMEZMEHERERAFERLAN
AR EREHE -

ARMEMTATHR-F—FF—A—H

EREEET BTN B BB S RS R -
/%%ﬁﬁiﬁmJSE(Q%ﬂ) ES Vi
SHENFUR(BET)  HARAL
Bp EE
FEARHBREREEEE) AEAADIKE
—%%%Wﬁ RekE
SHMARE_SENERLALGHEAYHREE
MW&&

RNELEHMAT /BTN EBM B REE
A BAKBENOMBERREBEEATE -

4. DEWEFE
REBZTBEBAETRL GRS -

DIEREERAESR ER LS TERER
ARREEEEHE -

$F SERXTAESEER FHE
DEHRBANEHRBUEARAETZ TBEE

R RNEFE AU BRSE  ERER
AR T R R 00 T E B E AR o
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

12

SEGMENT INFORMATION (Continued)

From business perspective, the Group organised into the following

main business segments:

Micro motors
business

Washing motors
business

Raw material
business
Others

manufacture and distribution of motors for
air-conditioner and refrigerator
compressor

manufacture and distribution of motors for
washing machine, dish washer and food
processing machine

trading of raw materials

manufacture and distribution of
transformers, resistors, shaded pole
motors and electric bicycle motors and
other businesses

The chief operating decision-maker assesses the performance of

the operating segments based on the profit before income tax for

the period.

SEEH (&)

EEBSTE AEBEENTEEEES
%

CEX T — HERDHEFARIK
6 R HE e 2 T
GMREREYR — RERDHEEXE-
SRR & R G
T2E#
GUUREE — BERMH
Hih 2% — HEROHEEEE -
B SHEK
REHETEEK
SERES) S
TEREREERBEHRNNBFASHAA
B GEEN MRS -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBE A MEE)

SEGMENT INFORMATION (Continued)

Primary reporting format — business segments

The segment information for the six months ended 30 June 2010

are as follows:

Micro motors
business
WEHRER
HK$’000
EBTT

2,612,825
(947)

Gross segment revenue LrHBNE
Inter-segment revenue o EE K E
Revenue (from external customers) i GREINREF)
Operating profit/(loss) gERE/(H8)
Finance costs (Note (a)) A A (B 5 ()
Finance income (Note (a)) A& WA (P ()

2,611,878
PALRPY)
(13,675)

17,813

Finance income/(cost) — net

BERAN/(KE) - F

# 4,138

Share of profit of associates

EHERAMNE

Profit/(loss) before income tax
Income tax expense

MG FEH A/ (&E) 220,260

FrEBRx

(31,155)

Profit/(loss) for the period

HEFE/(58)

189,105

Segment assets
Deferred income tax assets
Investments in associates

DHEE
BEFREHARE

e NARE

3,355,771

Washing motors
business
EREHER
HK$’000
EBTR

1,155,497
(311)

1,155,186
136,952
(1,632)
510

(1,122

135,830
(23,379)

112,451

1,822,287

Total assets BEE
Segment liabilities AHEE 2,734,274 1,493,801
Deferred income tax liabilities EEMEHAE
Total liabilities Baf
Addition of property, plant and RENE  BEREE

equipment and leasehold land and MEELHR

land use rights T AR 70,423 44,715
Material non-cash expenses EXEBHEEX
Depreciation e 24,432 14,874
Amortisation B 697 659
Note:
(@) Inter-segment interest income and inter-segment interest expenses amounted

to HK$16,146,000 were included in the finance income and finance costs

respectively.

TEEHR (&)
TEREHK - BB

HE-_Z—ZEFXA=ZtHIEXNBEAZY
HERMT

Raw material
Others
Hit
HK$'000
EBTT

Unallocated Total
xaE &%

HK$’000 HK$’000

EBTR EBTT

business
ZRoRSE 35
HK$’000
EBTT

1,531,459
(1,527,499)

339,596
(712)

5,639,377
(1,529,469)

3,960 338,884 =
14,970 17,720 (5,600) 380,164
(16,146) = (3,443) (34,896)

49 18,454

4,109,908

(3,394) (16,442)

7,059 7,059

(1,110) 17,736
= (4,437)

(1,935)
(13,331)

370,781
(72,302)

(1,110)

13,299 (15,266) 298,479

236,103 455,393 179,298 6,048,852

27,619
215,988
6,202,459

309,792 4,626,206

39,849

4,666,055

118,523

42,670
1,468

Wi
@ S ERIFIS MRS E RS A R

16,146,0007T B 9 Bl 5t ATE &b & W A K gb & 5K
KA e

13
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

- b 4| ==
SEGMENT INFORMATION (Continued) 4. DEEE(E)
Primary reporting format — business segments FTERELRK — EHBHE(E)
(Continued)
The segment results for the six months ended 30 June 2009, HEZZZNFAAA=1THLERBARZY
segment assets and liabilities as at 31 December 2009 and other HELH RZTETZNFF+_A=+—HZ
segment items for the six months ended 30 June 2009 are as DEEERBE URBEZZZTNFS
follows: A=+HIERNEAZEMSIEBE M T
Electronic and
electric
Micro motors Washing motors components Raw material
business business business business Unallocated Total
BETEe
MERER ERERER EmER R KPR At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT
Gross segment revenue B HKE 1,283,109 687,829 262,452 676,542 - 2,909,932
Inter-segment revenue 2 ERRE R 2 (544) (473) (2,089 (671,616) - (674,722)
Revenue (from external customers) Wz (REIRER) 1,282,565 687,356 260,363 4,926 - 2,235,210
Operating profit/(loss) SEFE/ (B8 118,827 93,261 20,736 1,636 (11,419) 223,041
Finance costs BAKA (2,863) (2,266) (117) (5,328) (1,006) (11,580)
Finance income BERA 1,329 957 65 39 1 2,391
Finance costs — net BMEAMRA — 28 (1,534) (1,309) (52) (5,289) (1,005) (9,189)
Profit/(loss) before income tax MBAMEHRAFE/ (F8) 117,293 91,952 20,684 (3,653 (12,424) 213,852
Income tax expense FEREX (18,873) (7,545) (2,522) - (6,715) (35,655)
Profit/{loss) for the period HEFE/(FE) 98,420 84,407 18,162 (3,653) (19,139) 178,197
Segment assets ABEE 2,149,876 1,481,234 386,572 349,854 1,855 4,369,391
Deferred income tax assets ERFBHEE 21,856
Investments in associates BENARE 206,966
Total assets BwEE 4,598,213
Segment liabilities AHEE 1,562,746 1,272,586 263,317 337,580 2,033 3,438,262
Deferred income tax liabilities EEFRBHAR 25,235
Total liabilities Baf 3,463,497
Addition of property, plant and RENE BEREE
equipment and leasehold land and MEELHR
land use rights TR 76,514 31,378 3,206 - 2 111,100
Material non-cash expenses EXEBREMX
Depreciation e 16,278 13,058 3,722 - 27 33,085
Amortisation B 694 657 110 - - 1,461
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

4. SEGMENT INFORMATION (Continued) 4. PHEEHE)
Secondary reporting format — geographical HBHREREX — HES P
segments
The Group is domiciled in the PRC. The Group’s revenue from AREBHENFE RAEEKRGPEFAR
external customers located in the PRC and outside the PRC are BINZINREP 2 Wam - 250

presented as follows:

For the period ended 30 June 2010 BE-_F-—FFNA=1+HIEHEH

Micro Washing

motors motors Raw material

business business business Others L]
WEMEE AHBEHED R R Hith &t
HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
EETT EETT EETT EETT EETT

Revenue from external customers R E BRI IR
in the PRC w2 W 2,244,241 704,297 3,960 316,320 3,268,818
Revenue from external customers IR A B3R NN R
outside the PRC 3o & 367,637 450,889 22,564 841,090
2,611,878 1,155,186 338,884 4,109,908
For the period ended 30 June 2009 HE2—ZELTNFNNA=1HIFARE
Electronic and
Micro Washing electric Raw
motors motors components material
business business business business Total
EBFER
MERER EHRERER EmES R R TS At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT T BT BT T BT
Revenue from external customers PYEEC R A
in the PRC Pz 1,039,961 361,263 241,757 4,926 1,647,907
Revenue from external customers outside 2 & 7 38 4 5 2
the PRC TP 2 W 242,604 326,093 18,606 — 587,303
1,282,565 687,356 260,363 4,926 2,235,210
No geographical segment analysis on non-current assets other HRASEBEBRATDEEEMRFAE - iR
than financial instruments, deferred income tax assets is prepared TEERIFETHDEE(GRIA BTEM
as substantially all of the Group’s assets were located in the PRC. BREERIN 2HE D FBHHT ©

fdn,.? " 3 *E‘ oW ksl ST -a“—dm'.;? \\. i -‘ﬂ‘ ST B
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

16

OTHER GAINS — NET

SEGMENT INFORMATION (Continued) 4.
Information about a major customer

During the period, the Group has transactions with one (2009: one)
customer which contributed to over 10% of the Group’s total
revenue. The revenue generated from this customer amounted to
HK$2,229,205,000 (2009: HK$1,086,498,000).

S EBEAR (&)

FR—EXEERZEH

REIA - AEEE-FEF(ZETRF:
—R)ETRS  EREE BN B10% °
ZEPES 2 W /7% 152,229,205,0007T
(ZZZT A : B1,086,498,0007T)

Hib 2z — F8

Six months ended 30 June

BESA=THILEREA

2010
—z-%%
HK$’000
BT

Government grants

Loss on disposal of property, plant and
equipment

Penalty income

Derivative financial instruments:
— net fair value (loss)/gain on

commodity future contracts not
qualified for hedge accounting

— net fair value gain on foreign

exchange forward contracts not
qualified for hedge accounting

— realised gain/(loss) on commodity

future contracts

— realised gain/(loss) on foreign

exchange forward contracts

Exchange loss
Others

A 488 B
HENE BMEMREER

DH|’E

A
TEERMIA:

— THEEBREHPEF
REZEMBEEH
RTEF(EE), W

— T AEREE PG
BEIE 2 R HIME B 4
NFEF

—CERZARHEAN
Yozt /(B 1R)

—BRRZERMINESD
Wz, (EE)

BEE 3, 5 18
Hity

N

3,715

(99)
1,750

(22,924)

23,592
16,055
8,351

(4,349)
(247)

25,844

2009
—ETNF
HK$’000
BT T

2,448

(825)
1,044

27,837

4,709
(2,268)
(1,934)

(4,654)
270

26,627

~
-l
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

6. EXPENSES BY NATURE 6. BHEENEZHX

Expenses included in cost of goods sold, selling and marketing BETHEEMKAE  HELTIHHEEX

costs and administrative expenses are analysed as follows: A ARITBRASAZESZ SO T :

Six months ended 30 June

BEXA=T+HLREAR

2010 2009
—EB-FF —TTNF
HK$°000 HK$'000
BETT BT T
Depreciation e 42,670 33,085
Amortisation By 1,468 1,461
Employee benefit expense EEBHAFAX 278,912 190,357
Operating lease rental for land and T REF
building wEaHEdEe 1,891 1,076
FINANCE COSTS — NET 7. BIERE — B8
Six months ended 30 June
BEAA=+BILL<EAR
2010 2009
—E—FF —TTNAF
HK$°000 HK$’000
EBETR BT T
Interest expense FEFAXZ (17,202) (10,955)
Exchange loss — net &5 B1E — 55 (1,548) (625)
Finance costs ' & R (18,750) (11,580)
Finance income — interestincomeon  @&EW A — BT HER 2
bank deposit F B A 2,308 2,391
Net finance cost Bh & P AN FER (16,442) (9,189)

17
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

INCOME TAX EXPENSE

PRC corporate income tax is provided for on 25% of the profits for
the PRC statutory financial reporting purpose, adjusted for those
items, which are not assessable or deductible for the PRC
corporate income tax purpose, except for certain subsidiaries
which were entitled to different preferential tax rates of 12.5% or
15% during both periods.

Profit tax for other locations has not been provided as the Group
did not have any assessable profit in those locations.

FriRBi X

BRETHBRAARZMEBEATZEAE
12.5% % 15% T A2 EH BB X5 - FE
TEMBRDEFBIEEMB2HRFEZ
B5%EFTHE  WEHTARPRESEMEH
BEORBEINB 2 ZEHEELARET
LA -

H A7 5 [ A L At 4tb A 3 4 AE o] 8 SR A A
B U AR A S B 2 M T -

Six months ended 30 June
BESA=T+HLESREAR
2010 2009
—2-%% “TENF
HK$°000 HK$'000
LR BT

Current tax B AR % 1R
— PRC corporate income tax — PR EMEH
Deferred income tax IR RE AT 1S

77,830 25,763
(5,528) 9,892

72,302 35,655
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

9. EARNINGS PER SHARE

(a)

Basic

9. BikE¥

(a)

Basic earnings per share are calculated by dividing the profit

for the period by the weighted average number of ordinary

shares in issue during the period.

Profit for the period attributable to the
owners of the Company (HK$’000)

ZAUNCIE ¥ PN A E I EIE
(B¥T L)

Weighted average number of ordinary
shares for the purpose of basic
earnings per share ('000 shares)

A EERERRTNZ
BRI IR
(F B

Basic earnings per share (HK cents)

BREAREZF GEWL)

BEFR

FRERB N JHIZ HIFE R B B A 5
NEETERR Z MEFHEFE -

Six months ended 30 June

BEXA=+HLREAR

2009

—ETNF

298,479 178,197
13,753,115 13,479,314
217 1.32

19
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

9.

EARNINGS PER SHARE (Continued)

(b)

Diluted

For the six months ended 30 June 2010 and 2009, diluted
earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The
dilutive potential ordinary shares of the Company are
performance-based share options. For the share options, a
calculation is done to determine the number of shares that
could have been issued based on the attainment of the
performance target at the end of the period. The number of
shares calculated as above is compared with the number of
shares that would have been issued assuming the exercise
of the share options.

9.

BiREH (&)
(b) #HE

HE-T-BFR-BEAFAAS
+ALAEA - SREFAFTE
B D BT H AR 2 M T B

HAEABRMAE  AERRBHAEE
FHELTER AR ZBEHE

BB RARE A B - 5
BRENS  CIFHRRBARKES
ZAERAEERARITZ RO
BZitE - EXFEZBROBE SRR
HEREETEMDHITZBRME
BOfEHELE -

Six months ended 30 June

BESA=+HILEREAR

2010 2009
—E-F —EENF
Profit for the period attributable to the N2 R] % B A FE (5 Hi 5 7 )H
owners of the Company (HK$'000) (BEBFT) 298,479 178,197
Weighted average number of ordinary ~ St ESREAREF Z
shares for the purpose of basic L AR N AE T 2
earnings per share (000 shares) (F ) 13,753,115 13,479,314
Adjustments for share options HEREED ZAE
(000 shares) (F &) 155,110 86,982
13,908,225 13,566,296
Diluted earnings per share (HK cents) & i% # & & K G& L) 215 1.31

10. DIVIDENDS

A 2009 final dividend of HKO0.5 cent (2008 final: Nil) per ordinary
share, totaling approximately HK$70,422,000 had been declared at

the Company’s Annual General Meeting held on 18 May 2010 and

was paid to the owners of the Company on 3 June 2010.

The Directors have resolved not to declare an interim dividend in
respect of the six months ended 30 June 2010 (2009: Nil).

10.

hz B

ARRARZZE—ZEFRAB+TNBEITHR
RBFRGLtER-_SESNFREREST
B i3m0 I (T T NE RS &)
A HEWBHET0,422,000LER T —TF N
A=ARAAAREAEANRS -

EEFRTERBEZE_Z-ZFRA=T
HIEREAZHHRB(ZEENF  E) -



NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(R)

11. CAPITAL EXPENDITURE

1. EXHX

Leasehold land

and land use Property, plant

- "/. 'l ik - . - 'J L .
e _ :J ; S W -4 SN . : :.-"-; 2
4 L o= S "'J - = k g L — 9 ———
NCY Tt 1N s ol i i Nl T B T
REZRERAT | —ZE-ZFFHRE

rights and equipment
HELHR Y BE
T fE R R
HK$'000 HK$'000
BT BT
Opening net book amount R-ZEEALE—RA—HZ

as at 1 January 2009 HA 0 BR T B 127,436 571,345
Additions NE — 111,100
Disposals HE — (4,105)
Amortisation/depreciation charges B TERY (1,461) (33,085)
Exchange difference EHER (159) (708)

Closing net book amount R-ZEEBAERA=ZTHEHZ
as at 30 June 2009 HRREFEE 125,816 644,547

Opening net book amount

as at 1 January 2010
Additions
Disposals
Amortisation/depreciation charges
Exchange difference

R=F-¥F—A—HZ

HiREFE
NE
&
B MERX
EHER

124,496 699,543
- 118,523

- (9,666)
(42,670)
6,245

(1,468)
1,147

Closing net book amount
as at 30 June 2010

R-ZF-FTFxA=tAHZ

HAKBREE (B

124,175 771,975

Certain of the property of the Group with net book value of
approximately HK$96,642,000 (31 December 2009: approximately
HK$125,081,000) and leasehold land and land use rights with net
book value of approximately HK$59,925,000 (31 December 2009:
approximately HK$84,026,000) have been pledged as security for

the Group’s short term bank borrowings (Note 16).

REBEZEHRITERAREEREFE
#) 75 #596,642,000L (ZEENF T+ A=
+ —H : 4978 #125,081,00000) 2 & T M %
LA Rz BR TS B 498 559,925,000 (ZE &
NFE+=—A=+—H: 48%84,026,0007T)
ZHE T R 4 fE R A IR (T &
16) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP MBEHMEE)

12. INVENTORIES

13.

12. BE&

As at

30 June 31 December
2010 2009
—T-TF ZZENF
~A=+H +ZA=+—H
HK$°000 HK$'000
EETT BETF T

Raw materials
Work-in-progress
Finished goods

R
ER
SLPK n

253,654 219,867
49,395 45,294
416,243 404,031

719,292 669,192

TRADE AND OTHER RECEIVABLES

13. ES R H fth FEUL K

As at
i

30 June 31 December
2010 2009
—2-%% K
~A=+H +=—A=+—H”
HK$°000 HK$’000
EETR BT T

Trade receivables (Note (a))
Less: provision for impairment

B 5 e YR (K iE ()
B RE B R

745,932 471,640
(43,121) (23,353)

Trade receivables — net

Notes receivables (Note (a))

Prepayments and other receivables

Less: provision for impairment of other
receivables

Prepaid value-added tax — net

BHRMK — FE
& U = 4 (fft 3 ()
FEAS R S H A JE WK
R+ E At B R
AR B
BRIBEN — FH8

702,811 448,287
692,019 404,349
193,093 357,577

(449) (445)
18,012 35,186

Less: non-current portion
Prepayment for property, plant and
equipment

RS
BAME  BER
RHE

1,605,486 1,244,954

(6,595) (3,816)

1,598,891 1,241,138
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

13. TRADE AND OTHER RECEIVABLES
(Continued)

(@)

The majority of the Group’s export sales are on letter of credit

or documents against payment, or covered by customers’

standby letters of credit or bank guarantees. The remaining

amounts with credit terms of 30 days to 90 days. As at 30

June 2010, the ageing analysis of the gross trade receivables

and notes receivables are as follows:

13. BESRHE b B (&)

@ AEBZHOHEERITSUEAEK
MR ELNET UBRFZHA
ERAFBARITERERSE - Atr e
HZIZEHA30BE0H - KT —
ZEXNA=TA - BESEER K ER
SEBHEERESTET

As at
w?

30 June 31 December
2010 2009
—E-FF —Z2ENF
VR =N - A=+—H
HK$°000 HK$'000
EETR BET T

677,942 437,480
59,584 25,672
8,406 8,488

745,932 471,640

Gross trade receivables: BEoEWREE:
Within 3 months =RANR

3 to 6 months =ZXEA

Over 6 months ~E R E
Notes receivables: FEN 45 -

Within 3 months =BANR

3 to 6 months =ZXEAR

359,773 184,709
332,246 219,640

692,019 404,349
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

14. SHARE CAPITAL 14. &
Authorised
Ordinary shares of HK$0.1 each
EERA
BEEEEFATZEER
Number of shares
(000) HK$'000
A% 17 20 8
(F i) BET T
At 1 January 2009, 30 June 2009, WZZEZNF—H—H "
31 December 2009 and 30 June 2010 —ETNFASNA=TH
—EEZAFF+_A=+—HK
—E-THFRA=TH 20,000,000 2,000,000

Issued and fully paid
Ordinary shares of HK$0.1 each

ERTRAEKRSF
BEREEEEIT2EER
Number of shares
('000) HK$’000
k& E
(F5) BT T
At 1 January 2009, 30 June 2009 and 31 R-ZZEAF—HF—H -
December 2009 ZETAFANAZTHEHEK
—ETENF+ZA=1+—H 13,479,314 1,347,931
Issue of ordinary shares (i) AT E A PR () 600,000 60,000
Employee share option scheme EEBRREE
— proceeds from shares issued (ii) — &ty B 1T BT 15 SR IA() 8,640 864
At 30 June 2010 RZE—ZFF,A=+H 14,087,954 1,408,795
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BHEEPHMBEENME(E)

14. SHARE CAPITAL (Continued)

(0

(i)

On 29 March 2010, Midea Holding (Cayman Islands) Limited
(“Midea (Cayman Islands)”) entered into a placing agreement
and subscription agreement with a placing agent and the
Company. Pursuant to the placing agreement, Midea
(Cayman Islands) agreed to place, through the placing agent,
1,200,000,000 existing shares of the Company to not less
than six independent investors at a price of HK$0.42 per
share. Pursuant to the subscription agreement, Midea
(Cayman Islands) conditionally agreed to subscribe for
600,000,000 shares of the Company at a price of HK$0.42
per share. 600,000,000 new shares of the Company were
issued for the subscription on 9 April 2010 raising net
proceeds of approximately HK$246 million which were
intended to be used for the development of motor business
of the Group and for general working capital of the Company.
The net price raised per share was approximately HK$0.41.
These shares ranked pari passu with the then existing issued
shares of the Company.

The share options exercised by a Director of the Company
and certain employees of the Group during the period,
resulted in 8,640,000 shares being issued at HK$0.157 per
share, yielding proceeds after transaction costs of
approximately HK$1,340,000. The weighted average closing
price of shares of the Company at the time of exercise of
shares options was HK$0.39.

14. A ()

(i

RoZE—ZTF=ZA-+HB =K%
BRHESHES)ARQAATENHE
BHE))EiRE REEAABR YA
EMFELRRERS - BEESHH
EM(HeEs) RERARENRE
RERKGE42TT  MALRK
%8 % & % B £1,200,000,000 48 7
REBEABARG - RERERZ - £H
(HEBER)EKHRBERERKRH
7 #0.427T 7 38600,000,0008% & 2
A& o A 2 A1600,000,0000% 7 A%
MERZT—TFWANAEIT - I
H R - & £ 495 #246,000,0007T
WIS RIEFEETAELEEASE
EHERTERAQR —REEE
© o BRFEEBRHARBBOMT -
I E R EARQ B E S BT R
TR o

RAR—HEERAERBHEER
HA 91T 2 B8 AR #E - 8 £18,640,000%
B (7 i B RE S #0157 TR B 31T
HMBEXGEENMBREBORBE
1,340,0007T ° H# I% #E /& 1T (R B - R
NE IR B I W T (E R B
0.397T °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBE A MEE)

15. OTHER RESERVES 15. Hi & E
Statutory General Enterprise Share
Share reserve reserve expansion option  Exchange Merger
premium fund fund fund reserve reserve reserve Total
EEHE  —REHFE  EEBR BRE
e 3 it -3 -3 -3 fE  EREE  SHEE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT B%Tr EETT A%Tr BETT BETT AT BT
Note (a) Note (a) Note (a)
Wi 5t (a) Wi @) Wi 5E(a)
Balance at 1 January 2009 R-ZBFAE—-R-B2Z&H 3,336,373 663 59,192 60,367 7578 (1,354)  (3,234,898) 227,921
Employee share option scheme EEERETE
— value of services provided - FREREZEER - - - - 5,076 - - 5,076
Currency translation differences EHERZE - - - - - (1,046) - (1,046)
Transfer to statutory reserve BREEATERE - 35 7,848 7,740 - - - 15,623
Balance at 30 June 2009 REBFAEAA=THZER 3,336,373 698 67,040 68,107 12,654 (2,400)  (3,234,898) 247,574

26

Balance at 1 January 2010

RZF-FF-A-B2&H

3,336,373

Issuance of shares (Note 14(i)) BATRAD (B EE14() 192,000
Share issuance expenses BABITAL (6,557)
Employee share option scheme EEERETS
— value of services provided —FRUREZER
— proceeds from shares issued -BRIABITHBHE
(Note 14(ii) (B 5E14(i)
Currency translation differences ENESEE
Transfer to statutory reserve BRZETHE

Balance at 30 June 2010

R-B-FERASTEZER

3,522,292

@)

The Company’s PRC subsidiaries are required to follow the
laws and regulations of the PRC and their articles of
association. These subsidiaries are required to provide for
certain statutory funds, namely, general reserve fund and
enterprise expansion fund, which are appropriated from net
profit after taxation but before dividend distribution based on
the local statutory accounts prepared in accordance with
accounting principles and relevant financial regulations
applicable to enterprises established in the PRC. These PRC
subsidiaries are required to allocate at least 10% of its net
profit to the reserve fund until the balance of such fund has
reached 50% of its registered capital. Such appropriations
are determined at the discretion of the directors. The general
reserve fund can only be used, upon approval by the relevant
authority, to offset accumulated deficit or increase capital.

80,464

1,082

81,546

7,441

(1,324)

(3,234,898)

272,043
192,000
(6,557)

3,228

476

12,296  (3,234,898) 474,937

ARRERBEZHE AR AETHE
ERNER  ARREZHBER
MR- ZEMB AR ARHESE TE
EEE NHR—REBEZRD
ERRES HEBRBERAERFR
B0 ZAEMAPRER - &AL IRIEZ
EREAEEERZE Rk
18 B B 750K AR T AR B 2 B 0A E BR
BetE - WEHENBARABEL
ME %D EEREESR  BEEZ
EETEREZEEIMELRZ
50% 1t WEBRFBEETHNEE
e —REBESEEFHERM
TR SR T PR VR 4R 3H R 5B 18 S g a0
B
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBE A MEE)

16. BORROWINGS

16. &

As at

FEE
RHRITER — BEF

Non-current
Long-term bank borrowings, secured

B A
RERITIER — FEMA

Current
Short-term bank borrowings, secured

30 June 31 December
2010 2009
—E—-FF —EENF
~A=+H +=—A=+—H
HK$’000 HK$'000
BETT BT T
234,728 160,000
649,146 469,102
883,874 629,102

The effective interest rates of the above floating rate borrowings at
the end of the reporting period were 2.15% per annum (31
December 2009: 4.29% per annum).

Certain of the property of the Group with net book value of
approximately HK$96,642,000 (31 December 2009: approximately
HK$125,081,000) and leasehold land and land use rights with net
book value of approximately HK$59,925,000 (31 December 2009:
approximately HK$84,026,000) have been pledged as security for
the Group’s short-term bank borrowings (Note 11).

R ERRERE  LFSERZER
FREAR215% (CEBAE+—A=+—H:
FHFE429%) -

REEZEHRITERAREEREFE
%) 75 196,642,000t (ZE TN F+ A=
+— B8 4% #125,081,00070) 2 & T W %
LA K BR % B 4978 50,925,000 (Z 2 =
NE+=—A=+—H: 47%%84,026,0007T)
ZETHRE LR I 1 E A ARG
1) e
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

HASGEPHMBEENME(E)

17. TRADE AND OTHER PAYABLES

17.

BESRHEMBEMK

As at
VA

30 June 31 December
2010 2009
—E-%F —ZETNF
SA=1TH s d=!
HK$’000 HK$'000
ERETT BT T

2,959,370 1,932,767
311,898 399,944

Trade payables (Note () Z 5 e (M 7E ()
Notes payables (Notes (a) & (b)) FER R 1% (M 52 () K2 (b))
Provision for staff welfare and bonus BTRF RICAL#ME
Accruals ERER

Advances from customers AR P ER K

Others Efth

3,271,268 2,332,711
69,116 79,884
44,339 32,875
11,827 12,882
95,980 140,446

3,492,530 2,598,798

(a) As at 30 June 2010, the ageing analysis of the trade payables
and notes payables are as follows:

@ R-ZE-FTEFEXA=1+H BEFEN
AEENERERZREI>MOT:

As at

30 June 31 December
2010 2009
—E-F —EENF
G ER:l +—A=+—~8
HK$’000 HK$'000
BETRT BT T

Within 3 months =@ AMURN
3to 6 months ==\ A
Over 6 months ~E A E

2,191,249 1,582,283
1,074,812 691,986
5,207 58,442

3,271,268 2,332,711
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBEENME(E)

17.

18.

19.

TRADE AND OTHER PAYABLES (Continued) 17.

(b)  The balance represents non-interest bearing bank
acceptance notes issued by the Group with maturity periods
of less than nine months. As at 30 June 2010, certain notes
payables were pledged by bank deposits of approximately
HK$151,240,000 (31 December 2009: HK$141,127,000).

CONTINGENT LIABILITIES 18.

As at 30 June 2010 and 31 December 2009, the Group and the
Company did not have any material contingent liabilities.

COMMITMENTS 19.

(@) Capital commitments

B 5 & H fth BB 44 3R (&)

) BHEHRAAEEELTEEIRT
B BIHEBRAORAMEA o B
—E-TEXNA=TH BETENE
BELASRITIF 514078 #151,240,0007T (=
ETZAF+_A=Z+—H: B
141,127,0007T) fE B -

HAER

RZE-—ZTFEA=ZTHERZZEZENET
“A=t -8B AEERARA L EEM
ERRAREAE -

3
(@) BJBFKIE

As at

30 June 31 December
2010 2009
—T-%F —EETNEF
VR =l - A=+—H
HK$°000 HK$'000
EETR BETT

Contracted but not provided for BRTHEREE
— purchase of property, plant and —BEVE BEK
equipment B4

35,396

I P

29

&



AT B S & <
K 20 | “g_ g T a0l SR

Welling Holding Limited | Interim Report 2010

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(SR)

19. COMMITMENTS (Continued)

(b) Operating lease commitments — the Group as
the lessee

The future aggregate minimum lease payments under non-
cancellable operating leases are as follows:

9. i (&)

(b) EEHERE - FAREER
A

RETABEZEEHEMNRE
e 2 B E KRBT -

As at
VA

30 June 31 December
2010 2009
—E-%F —ZEEAF
VR dEN - A=+—H
HK$’000 HK$'000
ERETT BT T

Not later than one year THBE—F
Later than one year and not later than #Bi@—418
five years THBASE

2,133 1,580

664 1,120

2,797 2,700

20. ULTIMATE HOLDING COMPANY

The Directors regard Midea Group Co., Ltd., a company
incorporated in the PRC, as the ultimate holding company of the
Company.

21. RELATED PARTY TRANSACTIONS

For the purposes of these condensed consolidated interim financial
information, parties are considered to be related to the Group if the
party has the ability, directly or indirectly, to exercise significant
influence over the Group in making financial and operating
decisions, or vice versa. Related parties may be individuals (being
members of key management personnel, significant shareholders
and/or their close family members) or other entities and include
entities which are under the significant influence of related party of
the Group where those parties are individuals.

. REBERAST

EEREINEEBRAR R PEEMAK
M ZRRDRARRHRELER AT -

[l Bt 75 32 3

RULEBRAGEETMPBERME - A
SEENERIEEHS T Z2WBEE
BRREBEATEN HEZ—THNE
EREEREHAEE W RELRREE
EXTEN BRAALHBRREEZREE
77 o BB D AR MER AL (AN EEE
BRE TERRR/IREER)IE
MEE BERAKEZEELDZEALR
BEMADHEEEAFEN ERE -
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBE A MEE)

21. RELATED PARTY TRANSACTIONS 21. AR (E)
(Continued)
Transactions between the Company and its subsidiaries have been ARRHEENBARIEZ RS EREE K
eliminated on consolidation. Transactions between the Group and B ANEEEAMART NN
other related parties during the period are summarized below: RSGBMIAT
(a) Transactions with related parties: (@) HEABAZRS:

Six months ended 30 June

BEAA=T+HLREAR

2010 2009
—E-%F —ETNEF
HK$’000 HK$’000
EETT BT T
Sales to related parties: Bllibagc
— Controlled by the ultimate holding — BARE] & EER
company of the Company NIRRT 1,975,140 888,944
— Controlled by a substantial — AARE REER
shareholder of the ultimate holding RAEIZEE
company of the Company A& 3% i 254,065 197,554
— Controlled by a close family member — HZANA &) 5 4% #28 i%
of a substantial shareholder of the REEFEREZ
ultimate holding company of the TR TE
Company 44
2,229,205 1,086,542
Purchase from related parties: ) [ Bt 5 B
— Controlled by the ultimate holding — BARA &K
company of the Company UNGIRZEE 3,772 895
— Controlled by a substantial — BARA &K ER
shareholder of the ultimate holding RNElZEE
company of the Company P& SR A% 114,996 57,909
— Controlled by a close family member — 1 7ZANA 7] & 48 #258 i%
of a substantial shareholder of the RAEIEEREZ
ultimate holding company of the iR
Company 30
118,768 58,834
Receives logistics services from related  [r) B8 B 77 & EX
parties: W R 7% -
— Controlled by the ultimate holding — BARAHEER
company of the Company NI 873
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)

BHSEPHMBERME(SR)

21. RELATED PARTY TRANSACTIONS

21. FABAE RS (&)

(Continued)
(b) Key management compensation: b) EEEEAEME:
Six months ended 30 June
BEAA=1+BHIL~<EAR
2010 2009
—g-Tx —EThE
HK$°000 HK$’000
BT BT T
Salaries and other employee benefits FekEMBETRH 3,943 1,681
Share-based payments AR D S 2 i 2,445 3,229
6,388 4,910
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION (Continued)
BRSSP HMBE A MEE)

21. RELATED PARTY TRANSACTIONS

(Continued)

(c) Balances with related companies:

21. FABAE RS (&)

(c) HEFRBATZ&R:

As at
®
30 June 31 December
2010 2009
—E—FF —ETNEF
FA=TH gy
HK$’000 HK$'000
EBETR BT T
Due from related companies: JFE WS B B R B B
— Controlled by the ultimate holding — BARAHKRER
company of the Company NGIRZE 1,845,409 1,029,809
— Controlled by a substantial — AARAREER
shareholder of the ultimate holding NEIZEE
company of the Company & SR A% 227,284 217,997
— Controlled by a close family member — 7N A &) 5 £ 4% J%
of a substantial shareholder of the "ﬂi%ﬁxiz
ultimate holding company of the 3T 42
Company 1,512 332
2,074,205 1,248,138
Due to related companies: FETEREE A Bl FRIA
— Controlled by the ultimate holding — BARA REER
company of the Company NGIRZE 4,127
— Controlled by a substantial — AARRRREIER
shareholder of the ultimate holding AZEE
company of the Company A% R A% I 164,270 174,085
— Controlled by a close family member — 7282 &) 5 #2458 J%
of a substantial shareholder of the RAIEFERRZ
ultimate holding company of the TR
Company 7,379 403
179,753 178,615

The balances due from/to related parties are denominated in

RMB, unsecured, interest free and are repayable on demand.

FEYFETRAEE T A A A RBIIE - I
REEAWR 2B EERERBEE -
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INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend in respect of
the six months ended 30 June 2010 (six months ended 30 June 2009:
Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

The Group’s profit attributable to the owners of the Company and
earnings per share for the six months ended 30 June 2010 amounted to
approximately HK$298,479,000 (2009: approximately HK$178,197,000)
and HK2.17 cents (2009: HK1.32 cents) respectively, representing an
increase of profit by 67.5%. The increase in profit was mainly attributable
to the ongoing implementation of stimulus policies such as the “Home
Appliances Subsidy Policy for Rural Areas”, the “Home Appliances
Replacement Subsidy Policy” and the “Subsidy for Energy Efficient
Appliances” with greater magnitude. Both the sales volume and the sales
revenue of the Group for the period recorded a substantial increase as
compared to the corresponding period last year.

For the six months ended 30 June 2010, the Group recorded a turnover of
approximately HK$4,109,908,000 (2009: approximately
HK$2,235,210,000), representing an increase of approximately 83.9% as
compared to the corresponding period last year. The Group’s gross profit
margin was approximately 13.2% (2009: approximately 15.3%). Net asset
value per share of the Group was HK11.5 cents as at 30 June 2010 (31
December 2009: HK8.4 cents).

W 3% L8 ' v PR
7'&' i "‘rj_ 3 4 0 ; -

P Hii B
EEEWATERRE-T—TEAASHAL
AEAZHERABE-STASAASFAL

AGCLEESE
ERERESH
EBEER

HE-ZT—ZTFA=ZF+HIEANER AQFHE
B A FEAL AN 5 B A E 49 75 %2098,479,0007T (= F
TNE  H97E1178,197,0000T) © RER BT H217
BN T NF 1.328 1) - FIBE % K67.5% °
MELEANEZRAAZENRBEANIRETH] R
BUEBRI] [Ee bl S — RO RB KR
BEVE-—TNANE AEEBRHARNEE R
ESHERALAEEREER -

HEZZ-—ZFNA=-THLEANEARA A£EE
¥ %8 B H 7 #4,109,908,0007T (Z BT HE - 478
#£2,235,210,0007T) * [Al b £ F 4783.9% * &N & E
B EFEAEL18.2% (ZEZTNF 1 £915.8%) © K
TE-ZFRA=TH FAEBCZEREEFE
RSB ZZEZNF T+ A=+ —H:84%8
fili) -
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Analysis of Major Business Operations

Industry drivers continued to prevail during the first half of 2010. The
ongoing and strengthened implementation of stimulus policies such as
the “Home Appliances Subsidy Policy for Rural Areas”, the “Home
Appliances Replacement Subsidy Policy” and “Subsidy for Energy
Efficient Appliances” has provided the propulsive agent of stable growth
in the industry. In particular, the scope of implementation of the “Home
Appliances Replacement Subsidy Policy” has been further widened, the
demand of electrical household appliances has been further increased in
the PRC market, especially in rural areas. Under the combined effects of
replacement and upgrade of electrical household appliances in urban
areas and sustainable growth of property sales, the industry saw
recuperating growth during the period.

During the first half of 2010, the Group focused on driving a change in the
growth pattern of its motor business. The Group identified further
opportunities for improvements in the manufacturing process of its
principal products, such as the integration of major resources, in-depth
promotion of standardisation and enhancements in manufacturing
capability and operational efficiency. Greater efforts were dedicated to the
development of strategic products featuring environment-friendly and low-
carbon characteristics as well as technological and application upgrades,
as we continued to achieve innovations in technologies and further
optimise our product structure. Our business departments seized every
opportunity to increase sales at a rapid pace, while we continued to
assure product quality and optimise cost controls on the back of
technology innovations. Underpinned by sound operating results, the
Group continued to report significant year-on-year improvements in its
profit mix and profit level during the first half of the year. We sustained a
rapid year-on-year growth in production and sales of our principal
products including air-conditioning motors, wave-wheel washing motors
and series washing motors and dishwasher motors during the period, and
the market position of our principal products was further enhanced.
Notable results were achieved in the development of strategic products
such as refrigerator compressor motors, direct current motors and
commercial motors, which formed an important growth niche for our
business. Breakthroughs were achieved in research and development
projects on new products like vehicle motors, pump motors and servo
motors, etc and commercial production had started in an orderly fashion,
laying solid a foundation for future growth for the Group.

_ A
-
REZRERA T

TEEE@®RESH(&E)

TEEBEEBRON

T-TEFYE TENHYRAREEFT
BEAIRE T [REANER] - (S S
—RINMRABRFELE—LIMKRNE KA
TITEBRTERMODEL - HFRIRKEUER
HEXGEE-—FTER - BAMSEIEENK
EMFRE—FRA - BHRERETDEEFNA
F EHEMSHEZHEERSARERT
THEERMEMEER -

*ﬁ—fijﬁﬁi AEEEHHESH ITBERE
FEBEEREN - £ FPEREIEERRENR
BIEE éi%éﬁ CRANETIREL BERE
77 BEMEBER MBRRERER - MR
REFSFAROEREERMDR  RWAIH &
u%%%?\%ﬁ@ﬂ: c BB B FREIERE -
REBRHERR - BERMAIFHERRE

BACRARIES] o E¥ FAREE 2 B4 HKE
BEBRLLRBRTT  KEXERF - L¥F K

SEZERHER KXBEBLBHER AW
BERSTIEEREHRALEERSRELER
MG EERT  KEREK BEREH B
ERFEREMMRRUEE RAKE
RERE - TEEH KREHR  AREBREH
EmBERRGRE BXERHEE  BEXE
BARKZIBRETFER
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(1)

Micro Motors Business

Benefited from a series of economic stimulus policies introduced by
the PRC government in the second half of 2009, there has been a
rising demand in the domestic household air-conditioner market
during the first half of 2010, and the exports continued to recover.
For the first half of the year, sales of the household air-conditioners
in the PRC was 52,141,000 units, representing a year-on-year
increase of 42.2% (Source: www.chinalOL.com). The refrigerator
industry also benefited from robust overall market demand driven
by the PRC macro-economic stimulus policies.

For the micro motors business, the Group recorded approximately
40,115,000 units of domestic sales and 5,888,000 units of export
sales of micro motors for the six months ended 30 June 2010. The
aggregate sales volume increased by 66.3% as compared to the
corresponding period last year, which was higher than the overall
increase rate of the industry. The micro motors business recorded a
turnover of HK$2,611,878,000 for the first half of 2010, which
represented an increase of approximately 103.6% as compared to
HK$1,282,565,000 for the corresponding period in 2009. The micro
motors business recorded a profit of HK$189,105,000 for the first
half of 2010, which represented an increase of approximately 92.1%
as compared to HK$98,420,000 for the corresponding period in
2009.

Building on the future development strategy for the micro motors
business drawn up in 2009, we continued to strengthen marketing
efforts for the three core strategic products (compressor motors,
direct current motors and commercial motors) during the first half of
2010. Our planning and management system was optimised
through in-depth adoption of lean production processes and
standardisation, while our manufacturing capabilities, operational
efficiency and gross profit potential were improved with the
fostering of “soft strengths” strategies. We continued to recruit and
train key technical personnel and implement the strategy of
technology innovations, highlighted by critical breakthroughs in
major research and development projects on the ECM
(Electronically Commutated Motor) motor system, high power direct
current motors, refrigerator fan direct current motors, pump motors
and servo motors and commercial production had been achieved
for some of these products.

TEEE®RESH(&E)

e L

THERPERF—_ZETNFTEFHESN
—RIRBEERR S-S F ¥R
BARAZEHAMS SR KRSEROEEE
PO FEDRE - PERAEAFEERAL
£ FH42.2% 3 552,141,000 6 (& K HOR A E
EHER) - KBTEEBEZZRNERESH
RIBBRETE MSEBRERKAEY -

HE_Z—ZFA=1+HLXEAR
BRI AHE 2 BHIHE £/540,115,0006
B0 EREE 4 A58880008 S
BEAFREA EFA66.3%  mRITEREE L
FIRE - MEREBER-_Z—ZTFLE£F
& ¥R BB 2611,878,000T 't = F
THFRE 2 & ¥ RS 1,282,565,000
T HIB4103.6% c M BHEBN T —
TF | FFE /B 189,105,000 © =
T TN B HY 78 08,420,000 + 1 18 49
921% °

—E-TFL¥F O MEREBE_FTZT
NFEIARAKRBBERNER L MA=
AEBEMBHABER BREHE  BHH
BERNRNE BRERAHETHERLEE -
SR BILAEETREBR BEARES
MERRSHERD  BLERXRENE
A HEBARRMASIELES B
B BIR & ¥ F EFHRMERR
BRI ERABBEREE KERBER
BHKREHR ARERERZEHM
HERDSHEBRMERE  BoEAEE -



MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Regarding business expansion for strategic products, we strived to
make further inroads in cooperation with our three major customers
in the compressor motors business while proactively explored
opportunities for ties with other sizeable enterprises in this sector
and also extended our reach to other compressor motor products
including pump motors and air compressor motors, in order to
procure sales growth and assure objective growth drivers in the
coming years. In the direct current (“DC”) motors business, the
Group actively developed high power DC motors, refrigerator fan
DC motors, water heater DC motors, dehumidifier DC motors, dryer
DC motors and other electrical household appliance DC motors
while continuing to expand its existing business in air-conditioning
direct current motors. An extensive product coverage was formed
as a result, providing the driving force for ongoing sales growth. In
the American market for commercial motors, the Group vigorously
expanded its business with major air-conditioner manufacturers in
the American market on the back of its existing customers.
Meanwhile, the Group enhanced its presence in the market for
after-sale services, seeking to develop it into a niche for future sales
growth through further business development with after-sale
services to manufacturers and agents.

Washing Motors Business

Domestic sales of washing machines for the first half of 2010
increased by 19.1% when compared with the corresponding period
last year and export sales increased by 41.9% when compared with
the corresponding period last year (Source: www.chinalOL.com).
The overall sales volume of washing machines business for the first
half of 2010 was 26.1% higher when compared with the
corresponding period last year, as a result of further improvements
in the second- and third-tier domestic markets and the cycle of
product replacement and upgrade for domestic washing machines
(Source: www.chinalOL.com).
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TEEE®RESH(&E)

BRMERMETE  BHEBERES R
EE=ZRETNEFEIE BERARTER
MWEENLE YMKREHK ZEEE
WEEMBEREREREMTME - LOEDH
ERREURERREFEREBETEN
BREH - TEMRBHEAET  HEBEH
BERERARER L ANIBRAEE
MBERT S E—FHEEKERBEE
B HOKEEREK BREBERSEH -
HRBERERMNEAMKAESERERE
BHEE TREZEMBEABENRKD &
PHENIHELRT - EEAERENTS
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TREFHABE  FAE  MAHERTS
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RARRRHEEERE -
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—E-TFELEF S EREANERE EF
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KEEEHE SR EF26.1% (B FRIRA
EELTH) -
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

38

For the first half of 2010, the Group recorded domestic sales of
approximately 9,042,000 units and export sales of approximately
4,100,000 units for its washing motors. Total sales volume grew by
approximately 67.7% as compared to the corresponding period last
year. The aggregate turnover for the washing motors business
increased by approximately 68.1% to approximately
HK$1,155,186,000 as compared to the turnover of approximately
HK$687,356,000 for the corresponding period in 2009. Profit for
the washing motors business for the first half of 2010 amounted to
HK$112,451,000, which was approximately 33.2% higher as
compared to HK$84,407,000 recorded for the corresponding
period in 2009.

The ongoing significant sales growth for the Group’s washing motor
business in 2010 was attributable to the adoption of a strategy
underpinned by in-depth development of new washing motor
products, and dedicated efforts to expand into the European and
American markets. The Group’s leading position in the industry was
further reinforced, while its washing motors remained number one
in the domestic market. During the first half of the year, sales of
wave-wheel motors and series motors for washing machines
sustained a rapid growth, with further improvements in profitability.
We have made good progress in extending the base of our large
customers, while commercial production has started for VMW
(Vertical Modular Washer) motors and series motors. By further
strengthening our strategic product management, we succeeded in
swiftly increasing the output volume of small series motors, starting
the production of vehicle motors and expediting technological
research and development for direct current products and other
new products with the implementation of the accountability-based
management system, while capacity expansion for small series
motors and induced motors and investments in the in-house
production of power cords and high pressure cables were also
completed. As a result, profitability was further enhanced on the
back of expanded production capacity with a higher proportion of
self-made components. Moreover, further economies of scale will
be achieved and profitability will be considerably enhanced with the
construction of a new washing motor production plant in Hefei,
establishment of a strategic network, development of new
products, timely adjustment of product structure, enhancement of
product quality and swift upgrade of production capacity.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

(8) Business of Associates

The overall profitability of Shanxi Huaxiang Investment Co., Ltd has
been enhanced through a range of revamping measures,
optimisation of management systems, strict internal control over
different procedures and product cost reductions during the first
half of the year. Internally, production efficiency has been enhanced
through cost optimisation, improvement of operating procedures
and analysis of bottleneck processes. Externally, in the area of raw
materials purchases, the goal of maximising profitability of products
was achieved by conducting forecasts and analysis of market
trends and price movements, imposing higher benchmarks for
purchase quality, and increasing the proportion of scrap steel and
scrap iron input.

For the first half of 2010, profit of Shanxi Huaxiang Investment Co.,
Ltd (an associate owned as to 49% by the Group) attributable to the
interests of the Group amounted to approximately HK$7,059,000.

Financial Review
Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 116% as at 30 June 2010 (31 December 2009: 106%). As
at 30 June 2010, the Group had a cash and cash equivalents of
approximately HK$629,348,000 (31 December 2009: approximately
HK$257,478,000) and the bank borrowings of approximately
HK$883,874,000 (31 December 2009: approximately HK$629,102,000), of
which approximately HK$649,146,000 would be due within one year and
approximately HK$234,728,000 would be due over one year.
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MANAGEMENT DISCUSSION AND ANALYSIS EHENAmBE DN (E)

(Continued)
Financial Ratios B 7% b &

The following are certain financial ratios of the Group as at the THREHIRGEAFHBRNARERAARNEFNE T

consolidated statement of financial position date: =&
30 June 31 December
2010 2009
—g-%% —TThE
~A=+1+H +=—A=+—H
Inventories turnover (Note 1) FEREE R ED 35 daysH 40 days H
Current ratio (Note 2) mE L E (M 5E2) 1.16 time & 1.06 time f%
Gearing ratio (Note 3) AR BEE TS 0.13 time 0.28 time f%
Notes: B 5
1. Inventories turnover is calculated based on the average of the opening inventory and 1. FERASHIEREY FYEEEYE FRESETFY
closing inventory divided by the cost of goods sold of the period/year, and multiplied by BB FHEERKRAN BRAZEY FhEr
the total number of days of the period/year. HEHE -
2. Current ratio is calculated based on the period-end/year-end current assets divided by 2. REBLLRRBREBEY FERORDEERUES FRA
the period-end/year-end current liabilities. A -
3. Gearing ratio is calculated based on the net debt divided by the total equity as at the 3. BABELRRRES FREEFHERAGRERE
end of the period/year. The net debt is referred to the total borrowings (including the BEFHEAEREE BEEAVERIRARNER)
borrowings as shown in the consolidated statement of financial position) less the BEH FARERBREEEMRCEMBITER

aggregate of cash and cash equivalents and pledged bank deposits as at the end of

the period/year.

Pledge of Assets BEEEA

As at 30 June 2010, short-term borrowings of the Group were secured by R-ZZE—ZTFEXA=+H  NEBE S HE XA
certain property with net book value of approximately HK$96,642,000 (31 7% B Bk 1 /% B %) 785 #5 96,642,000 (ZZE TN F
December 2009: approximately HK$125,081,000) and certain leasehold ~ + = A=+ —H : 4978 #125,081,0007T) 2 & T 9
land and land use rights with net book value of approximately 2 LA K BRI JF (B 4974 #59,925,00070 (ZE TN F
HK$59,925,000 (31 December 2009: approximately HK$84,026,000) of + = A =-+ — B : 49 #84,026,0007T) 2 & T 1

the Group. i T REERER -

Contingent Liabilities ZABE

As at 30 June 2010, the Group did not have any material contingent RZ-ZE—ZFXA=+H0 KEFIW EFE [ E KA
liability. ZHREE -
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Capital Expenditure

For the six months ended 30 June 2010, the Group has invested
approximately HK$118,523,000 (31 December 2009: approximately
HK$225,124,000) in the addition of property, plant and equipment,
leasehold land and land use rights.

Derivative Financial Instruments

As at 30 June 2010, the Group’s outstanding derivative financial
instrument assets and liabilities under various copper and aluminium
future contracts and foreign exchange forward contracts amounted to
approximately HK$29,033,000 and HK$3,325,000 respectively (31
December 2009: derivative financial instrument assets and liabilities of
approximately HK$25,708,000 and HK$902,000 respectively).

Exposure to Exchange Rate Fluctuations

Approximately 20% of the Group’s turnover was derived from export
trading settled in Euro and US dollars. Similarly, the Group also imported
raw materials in which the suppliers were paid in Euro and US dollars.
Foreign exchange risks associated with these currencies were partially
offset as a result. Moreover, the Group has made arrangements to
purchase foreign exchange forward contracts to hedge foreign exchange
exposure for certain export trading. There were wide fluctuations in
exchange rate of Euro during the period. As only 6% of the Group’s total
sales was generated from countries located in Europe and received Euro
for settlement, in addition, the financial risk associated with the fluctuation
in exchange rate for Euro has been mitigated through our hedging
arrangement in foreign exchange. As a result, there is no significant
exposure to the fluctuation in exchange rate for Euro. The Group has
strengthened control over risk of the fluctuations in exchange rate, and
reviewed from time to time the sufficiency and appropriateness of the
financial instruments which were used to hedge significant foreign
currency risks.

Capital Commitments

As at 30 June 2010, the Group has contracted capital commitments in
respect of the purchase of property, plant and equipment amounting to
approximately HK$66,069,000 (31 December 2009: approximately
HK$35,396,000).

PRG NG T .sg =
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=+ —H: 48 225124,0007T) - EREWE
BMERFZEARBEL MR T ERAEZR -

TESBMTH
RIZ—FEXA=Z+A AEMITETHAR

IR EANRINERBREL  RIBATESRE
E#) 5B 129,033,000 X AR E| HfTE SR A E
K /R7813,325,000t (ZETNF+—_RA=+—8:
MTEEREE R BED R4 125,708,0007T &
75 #.902,0007T) °

EE =57 B | B

AEBELEXEBEPRFOEMARMEZHOES » X
ZUABTT R ETTEE - TR IR A B0 O R
FHABR 7T B S T A 4 R A5 3R - IR UL BE VR IR 85 BB
DELERR - MEAEECLHEXSOEAESE
BEERHIMERK - AHIPELER - BUTR A
HIRARMRIK B o B RZR 5 [ 2 B BOM B 2R 3 LA BR
TERBEERNHEREGRIEEHE® A
HERTEXRDEEZERARRANRFETE
BOMNES R R EEE A ARIE - Bt - WEBITE
TRz BRER - AEBED MR T L HME =
BV BEFE - B AR AT BT B AR A B B RSN
Rzt TAESERMNEE

BAREH

R-ZZE-—ZTFNA=1+H KEEREEDE
BB M 5% 1 B R 40 & A A HE 497 66,069,000
—EEAF+ A=+ —H: 4% 35,396,000
JT) °
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Placing and Subscription of Shares of the Company

On 29 March 2010, Midea Holding (Cayman Islands) Limited (“Midea
(Cayman lIslands)”), the controlling shareholder of the Company, entered
into a placing agreement with the Company and the placing agent,
pursuant to which Midea (Cayman Islands) agreed to place, through the
placing agent, 1,200,000,000 existing shares of the Company owned by
Midea (Cayman Islands) to not less than six independent placees at the
placing price of HK$0.42 per share (the “Placing”).

On 29 March 2010, Midea (Cayman Islands) entered into a subscription
agreement with the Company, pursuant to which Midea (Cayman Islands)
agreed to subscribe for 600,000,000 new shares of the Company at the
subscription price of HK$0.42 per share (the “Subscription”).

The completion of the Placing and the Subscription took place on 1 April
2010 and 9 April 2010 respectively. The Company received the net
proceeds of approximately HK$246 million.

Human Resources

As at 30 June 2010, the Group had approximately 14,056 full time
employees in Hong Kong and the PRC. While the Company was
supported by a team of young and high-calibre staff, it also places strong
emphasis on the development, management and planning of human
resources, with a view to enhancing employee contributions to the Group
and forging strategic advantages in human resources by adopting an
open, fair and equitable policy on staff selection and deployment and
implementing proper human resources management.

The Group has adopted a share option scheme to motivate employees by
linking their interests to the future development and expansion of the
Group.

The Group currently provides staff with competitive remuneration
packages (comprising salary, bonus and benefits), insurance (comprising
pension, medical insurance, unemployment insurance and insurance for
labour injury) and housing fund. In addition, the Group also provides other
benefits, including meal subsidies, housing subsidies, cooperative medical
services, supportive fund and group activities.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Business Prospect

Although the PRC is still in a stage of social economic development
characterised by important strategic opportunities, it has become
increasingly difficult to sustain rapid economic growth, while more intricate
conflicts and challenges are expected ahead. With rising income and the
cost for production means, the low-cost advantage in relation to labour,
resources and land, etc, which previously supported fast economic
growth, will be less prominent than before, and we will be compelled to
settle for a slim profit margin primarily on the back of low-cost labour. As
such, we have to cultivate new competitive edges instead of passively
accepting the loss of our previous comparative advantage. With the
current problem of excessive global production capacity being aggravated
by the financial crisis, the traditional model of industrialisation would be
hard to sustain given excessive industrial production capacity, intensifying
conflicts between resources consumption and environmental preservation
and declining investment returns. Constrained by global economic
imbalances and corrections, a dwindling low-cost advantage and
increasing pressure on exchange rate hikes, external demand as a major
economic driver will be difficult to sustain. As such, the Group will speed
up industry development with its focus shifted from quantity to quality.
Moreover, the Group will expedite its efforts to break the bottlenecks
currently experienced in production-based services such as research and
development, design, standardisation, marketing, supply chain and brand
building, which have imposed restrictions on its attempts in industrial
conversion and upgrade. We will also pace up efforts in the cultivation of
new strategic energy-efficient businesses and expedite product structure
adjustments.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Domestic consumption of home appliances is expected to sustain a
stable growth in 2010, given the continued effect of government policies
and measures to encourage consumption and improve farmers’ income.
Consumption upgrade, energy saving and environment-friendly green
products will gradually become dominant themes for consumers of new
era, as industries and product structures will also be adjusted in line with
a gradual transition towards environment-friendly, low-carbon and direct
current features. Meanwhile, realistic demand for housing driven by
accelerated urbanisation in the PRC and per capita income growth will
provide a strong support to the growth of our domestic home appliance
business in the medium to long term. In the second half of 2010, the
potential of domestic demand for consumption on home appliances will
be further unleashed, especially in rural markets. With a bullish outlook for
market size and development prospects, the motor sector will sustain
growth given increasing demand from end-users and industrial upgrade.

Capitalising on the unprecedented opportunity arisen from the PRC
government’s active promotion of environment-friendly practices, energy
conservation, low carbon consumption and product upgrade and
replacement, the Group will continue to focus on its motor business with
further efforts to improve the business of its existing niche products, to
expand its existing business scale and to explore production potential and
competitive edges. At the same time, the Group will continue to prioritise
technology innovations and increase investments in technology research
and development. New product development will be accelerated with
special emphasis on the transformation of manufacturing capabilities,
exploration and creation of new growth niche and enhancement of
investment efficiency. The Group will increase its efforts in the recruitment,
internal training and promotion of key technical personnel and the
cultivation of key technologies. We will further implement lean production
and continue to optimise cost management. These measures will bolster
our core competitiveness and strengthen our market position, thereby
ensuring stable development in the long term. The Group will strive to
position itself as an excellent global expert providing systematic solutions
in motors to customers with an aim to create sustainable and incremental
returns to shareholders, sound career development opportunities for its
employees and greater value and benefits for the society.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

The Group will endeavor to reinforce its global leading position in micro
motor for air-conditioning motors through product sophistication and
specialisation, with special emphasis on the three strategic products
(commercial motors, direct current motors and compressor motors). We
will continue to extend the scope of our technological and product
applications and increase investments to enhance the competitiveness of
our products. Our washing motor business will go into further depths
exploring the market for our core products of series motors, wave-wheel
motors and dishwasher pumps. We intend to develop our core
competence based on our superiority of overall production capability,
quality control and customer service, while continuing to increase our
market share in sub-segments so as to consolidate and enhance our
position and business scale with an aim to achieve all our core products
to be ranked among the top three in the world within three years. In
addition, the Group will seek to develop its strategic products market
represented by food processing motors, vehicle motors and direct current
motors. We will further develop our competitive advantages in advanced
technologies and scale expansion by increasing investments on a
continuous basis so as to enlarge our market share and create a driver for
sustainable growth. In the meantime, the Group will reinforce the
foundation for its long-term development with vigorous research efforts
underpinned by the development of new incubate products such as
electrical tool motors, motors for high-end office equipment and industry-
driven motors, to be launched at such opportune timing as market trends
may justify.

Shanxi Huaxiang Investment Co., Ltd. will establish itself in the high-end
casting industry by ongoing recruitment of high-calibre personnel and
introduction of high-end equipment and devices featuring novel
technologies. While enhancing our existing scale, we will step up with
efforts to improve our casting standards for large-size, light-weight,
precision-based, digitalised and clean products and develop high-quality,
meticulous, highly efficient and clean casting technologies, so as to
strengthen our core competitiveness and further fulfill the requirements of
national policies, thereby consolidating and expanding our market share
while enhancing our market position.
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SHARE OPTION SCHEME

The Company adopted a share option scheme as approved by the
shareholders of the Company at an extraordinary general meeting held on
27 June 2003 (the “Share Option Scheme”).

The purpose of the Share Option Scheme is for the Company to attract,
retain and motivate talented participants to strive for future developments
and expansion of the Group and to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating and/
or providing benefits to the participants. Eligible participants of the Share
Option Scheme include the directors (including executive directors and
non-executive directors) or employees of the Group, consultants or
advisors of the Group, substantial shareholders or employees of
substantial shareholders of the Company, associates of directors or chief
executives or substantial shareholders of the Company, employees or
directors of suppliers or customers of the Group, discretionary objects of
a discretionary trust established by employees or directors of the Group,
as to be determined by the board at its absolute discretion within the
above categories.

The maximum numbers of shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the Share
Option Scheme and any other share option schemes adopted by the
Company must not in aggregate exceed 30% of the shares in issue from
time to time. The total number of shares which may be issued upon the
exercise of all options to be granted under the Share Option Scheme and
any other share option schemes of the Company must not in aggregate
exceed 10% of the shares of the Company in issue as at the date of
adoption of the Share Option Scheme, but the Company may seek
approval of its shareholders in general meeting to refresh the 10% limit
under the Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the
share options granted under the Share Option Scheme and any other
share option schemes of the Company to each participant in any
12-month period up to the date of grant must not exceed 1% of the shares
of the Company in issue at the date of grant. Any further grant of share
options in excess of such limit is subject to the approval of shareholders in
general meeting of the Company.
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SHARE OPTION SCHEME (Continued)

Share options granted under the Share Option Scheme to director, chief
executive or substantial shareholder of the Company, or to any of their
associates, are subject to approval of the independent non-executive
directors of the Company (excluding any independent non-executive
director who is also the grantee of the options). In addition, any share
options granted to a substantial shareholder or an independent non-
executive director of the Company, or to any of their associates, in excess
of 0.1% of the shares of the Company in issue at any time or with an
aggregate value (based on the closing price of the Company’s shares at
the date of each grant) in excess of HK$5,000,000, within any 12-month
period up to and including the date of such grant, are subject to
shareholders’ approval in general meeting of the Company.

The offer of a grant of share options may be accepted within 28 days from
the date of the offer, upon payment of a nominal consideration of HK$1 in
total by the grantee. The exercise period of the share options granted is
determinable by the Directors and ends on a date which is not later than
10 years from the date of the offer of the share options.

The exercise price of the share options will be at least the highest of (i) the
closing price of the Company’s shares as stated in daily quotations sheet
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
the date of the offer for grant, which must be a business day; (i) the
average closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days immediately
preceding the date of the offer for grant, which must be a business day;
and (jii) the nominal value of the Company’s share.

On 30 July 2007, 9,500,000 share options were granted to certain
directors and employees at an exercise price of HK$0.78 per share. The
share options were exercisable immediately on the date of grant and will
expire on 29 July 2017.

Pursuant to an ordinary resolution passed by the shareholders of the
Company at an extraordinary general meeting held on 9 December 2008,
the 10% limit under the Share Option Scheme was refreshed
(“Refreshment”). Upon the approval of the Refreshment, a maximum of
1,347,931,411 shares of the Company, being 10% of the issued share
capital of the Company as at the date of approval of the Refreshment,
may be issued upon exercise of the share options to be granted under the
Share Option Scheme and all other share option schemes of the
Company.
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SHARE OPTION SCHEME (Continued)

On 9 January 2009, 375,000,000 share options were granted to certain
Directors and employees at an exercise price of HK$0.157 per share
subject to a vesting scale in four tranches of 25% each and the
achievement of the Company’s performance target as set out in the Note
below and such options will expire on 31 March 2017.

8,640,000 share options were exercised at the exercise price of HK$0.157
per share by a Director of the Company and certain employees of the
Group during the six months ended 30 June 2010. The weighted average
closing price of the shares of the Company immediately before the dates
on which the options were exercised was approximately HK$0.39. As at
30 June 2010, 343,860,000 share options granted to certain Directors of
the Company and employees of the Group were outstanding.

No share options were granted during the six months ended 30 June
2010.
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SHARE OPTION SCHEME (Continued)

Movements of the share options granted under the Share Option Scheme

during the six months ended 30 June 2010 were as follows:
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RBE_Z-—ZFXA=THLEXEAR RE
BREFSEO ZBREZSWT

Options held Options Options  Options held Closing price
at lapsed exercised at Exercise immediately
1 January during the during the 30 June price per Exercisable before the
Name Date of grant 2010 period period 2010 option period date of grant
R-T—%f R-F—-%fF E 3
—A—B RHEARB RYPRTE ~A=Z+HE SHBERE RHB8AE
i 2 RHBH BAEZERE Z B ZERE BEZBRKRE ZiTEE TEH ZWHE
HK$ HK$
kel ket
Directors
S
Mr. Cai Qiwu 09/01/2009 68,000,000 — — 68,000,000 0157 01/04/2010- 0.151
BEHEREE 31/03/2017
(Note)
((GE3)
Mr. Jiang Deqing 09/01/2009 36,000,000 — — 36,000,000 0157 01/04/2010- 0.151
EZEBEEE 31/03/2017
(Note)
(Bt =)
Mr. Qu Fei 09/01/2009 22,000,000 — — 22,000,000 0.157 01/04/2010- 0.151
BREE 31/03/2017
(Note)
(B =)
Mr. Gao Fazhong 09/01/2009 25,000,000 — — 25,000,000 0157 01/04/2010- 0.151
BB 31/03/2017
(Note)
(M &E)
Mr. Lam Ming Yung 30/07/2007 2,000,000 - — 2,000,000 0.78 30/07/2007- 0.77
MERE L & 29/07/2017
09/01/2009 5,000,000 — — 5,000,000 0157 01/04/2010- 0.151
31/03/2017
(Note)
(B &5
Ms. Chen Chunhua 30/07/2007 2,000,000 — — 2,000,000 0.78 30/07/2007- 0.77
RELZ L 29/07/2017
09/01/2009 5,000,000 — — 5,000,000 0.157 01/04/2010- 0.151
31/03/2017
(Note)
(R =)
Ms. Tan Xuemei (resigned  09/01/2009 5,000,000 — (1,140,000) 3,860,000 0.157 01/04/2010- 0.151
on 18 April 2010) 31/03/2017
EENLL (Note)
(R=ZFE—FF (B35
A +/\HEEE)
Mr. Chan Wai Dune 30/07/2007 2,000,000 (2,000,000) — — 0.78 30/07/2007- 0.77
(resigned on 29/07/2017
31 July 2009) 09/01/2009 5,000,000  (5,000,000) - - 0157 01/04/2010- 0.151
PR 4 o 55 =
. 31/03/2017
(R=FEN%F (Not)
+A=+—ABIE) (F &)
Employees
BS
In aggregate 30/07/2007 3,500,000 - - 3,500,000 0.78 30/07/2007- 0.77
EEx 29/07/2017
09/01/2009 179,000,000 — (7,500,000) 171,500,000 0.157 01/04/2010- 0.151
31/03/2017
(Note)
(B 7E)
Total 359,500,000 (7,000,000) (8,640,000) 343,860,000
o
= A
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SHARE OPTION SCHEME (Continued)

The consideration for each of the grants above was HK$1. The options granted on 9 January

2009 shall be exercisable during the option period subject to a vesting scale in four tranches of

25% each and the achievement of the performance target of the net profit attributable to the

owners of the Company of the relevant period as set out below:

50

the first 25% of the options granted to each grantee shall be exercisable within seven
years after 31 March 2010 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2009 as disclosed in the final
results announcement of the Company is not less than 100% of the net profit
attributable to the owners of the Company for the financial year ended 31 December

2008 (excluding the results from discontinued business) (“Net Profit of 2008”);

the second 25% of the options granted to each grantee shall be exercisable within six
years after 31 March 2011 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2010 as disclosed in the final

results announcement of the Company is not less than 150% of the Net Profit of 2008;

the third 25% of the options granted to each grantee shall be exercisable within five
years after 31 March 2012 provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2011 as disclosed in the final results

announcement of the Company is not less than 200% of the Net Profit of 2008; and

the remaining 25% of the options granted to each grantee shall be exercisable within
four years after 31 March 2013 provided that the net profit attributable to the owners of
the Company for the financial year ended 31 December 2012 as disclosed in the final

results announcement of the Company is not less than 280% of the Net Profit of 2008.

fE B #2518 ()

GEE

FHBRHEREZRERBEIT - RIEEAF-ANBRKH
2 BB R RE AT A0 B AR AR AT R 0 MR AR T 51 PO B 25% Lt )
BREZABHMRARRAEAABEMAANIRRBE:

BBHETEARAZBREAIR-_FT-FF=ZA=+
—HARREFRTE  EFREARRZFEADMAT
BREBE_ZENF+ A=+ - HLMRFELRA
BEARGEANTIRBE_ZTTNF+_A=+—8
LTHBRFEARAEAARGAN(TEEBEREER L
EEEB2EB)(ZFTN\FHLH])2100%

RoS%ETERENZBBRTR-F——F=A=+
— BB R - ERIREAD A2 R DG
BERE-T-TFT-A=t—ALMREERLA
B A BB RERITR DR =B B\ (R 2160% :

FE=AB% R TRABRAZBREIR_-_F—_F=A1
=+ -RURRAFATRE  EFREARAZFEER
A REBRE—F——F+t A=+ —HALPERFER
RAEBABERLANT LR _FTNFLLF Z2200% K&

BT8R R TEFRBAZBREAINR_FT ===
THARROEFRITE  EBFREARTARFRERM
FRBEEE T —F+-_A=1T-BLVRFEERR
AHEBANEBERERNNLR TR N\FLF 2280% °
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SHARE OPTION SCHEME (Continued) BB HET I (&)

Bz A FERBICEAGEER (ZRE])

The fair value of the options are determined used the “Binomial Valuation

model” (the “Model”). Key assumptions of the Model are set out below: BE e ZENMEAzEEREHINEOT:
Date of Grant: FHBE: 9 January 2009 30 July 2007
—EENF —EELF
—ANH +A=+H
Risk-free rate: f [, e ) 2K 1.299% 413%
Expected dividend yield: TEAEIAR B % : 3% 0%
Expected volatility of the market price RARIR D TE TR EK IS : 52.34% 65.38%

of the Company’s shares:

Expected option life: T8 A fE AR i B AR 8.2 years4E 5.23 years £
Fair value as at the date of grant BRHBHZ AFEMEE) - HK$ 7 1 HK$ % 1
(approximately): 25,229,0007T 3,453,0007C

The Model requires the input of subjective assumptions, including the ZIEZEIERERIBSEERZKD - BREE
volatility of share price. As changes in subjective input assumptions can BHRZEFERELEMEAATE  WESRE
ZEA RV BEREATERETSEZE T

does not necessarily provide a reliable single measure of the fair value of & 774 ©

materially affect the fair value estimate, in the Directors’ opinion, the Model

share options.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN EQUITY AND DEBT SECURITIES

As at 30 June 2010, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”),
Chapter 571 of the laws of Hong Kong), as recorded in the register
required to be kept by the Company under Section 352 of the SFO or
which have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which any such Director or chief executive is taken or
deemed to have under such provisions of the SFO) and the Model Code
for Securities Transactions by Directors of Listed Issuers (“Model Code”)
contained in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

Interests in share options of the Company (long position)

The interests of the Directors’ rights to acquire shares of the Company
under the Share Option Scheme are set out in detail in the above section
of “Share Option Scheme”.

Save as disclosed above, at no time during the six months ended 30 June
2010 was the Company, its subsidiaries, its associated corporations, its
fellow subsidiaries or its holding company, a party to any arrangements to
enable the Directors or the chief executive of the Company to acquire
benefits by means of the acquisition of the shares in, or debentures of, the
Company or its associated corporation (within the meaning of the SFO), or
had exercised any such right during the period.

Other than those interests disclosed above, as at 30 June 2010, none of
the Directors and the chief executive of the Company (including their
spouses or children under the age of 18 years old) had any interests or
short positions in any shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of the SFO)
which is required to be recorded and kept in the register in accordance
with section 352 of the SFO, or notified to the Company and the Stock
Exchange pursuant to the Model Code.

EERRBITHAERKRAES
REBEFZHER

RECZE—ZFRA=TH ARAIEEREST
BABEARAREBEEE(ER LEBED
EENMEESRBEGRITESRBAEENDE
XVER) z Bty - MR EEHF - EHEALA
RRABRIEE 75 MG RO F3621R prai i 17 B
ZERMzEDRMRR  RIERE SR E GG
SEXVERETNE) BR A A& AN A B K Bt 2 P 2 #E 2
ERRBERBEEFIMERIZESIES
TBRABBARKEEERERZEANRR)
FARIE R R ATRE s LRI ETARRD R LT
BUOANBERTETEFRXHZEETRN(RETRID)
AHMEARARNR RIS KRBT :

RAAT ZBIkE#ER(FR)

EEREEREASTRBARABO ZEHN
HERN EXERERT & -

BEXPREEIN REBEEZ-Z2-ZF A=+
BIEREAR Aaw - EMBLE - HiAE
CEREME AR S EERARMES BER
ZH BEARFAEEIEFTHRABEBALR
REIHEABEE(EEREFMBMEGED) ZE
MRpEsmERS  KRBANTEREMNZSE
TR -

BEXMBEEZ#RGEN R-T—FFA=T
B ARRIEENESTTBRARBBEREZRER
RENBATFR) W EEB AR S EIARE A
(EBRRBHFLBMERID 2 KD - HEKOKE
FZEFMERIOREMAREEFEBEED
FEIBRFLARFERERMA  RERBERE
ST RN & AN R BB AR R e
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2010, the following persons, other than a Director or chief

_*l

executive of the Company, had an interest or short position in the shares N

and underlying shares of the Company as record in the register required

to be kept under Section 336 of the SFO:

RELRERAT | —F-FFEHIPEE

FERRER

BRI R G ER R AR

= R

Approximate

ot

BEEARBEIEPE3R6EERE 2 ELENE
\ZE-FENA=TA THAL(EER
AAFBEBATRABBINRALT 2 K65 RA

Number of percentage of
Name of shareholder shares held shareholding
FIREY
BREREE ZHE RERGEE Bkt
Midea Holding (Cayman Islands) Limited (“Midea (Cayman Long position 9,5606,023,897 67.48%
Islands)”) (Note 1)
EnER(FeHE)BRAR(EN(HEEHS) D) e
Midea Investment Holding (BVI) Limited (“Midea Holding”) (Note 2)  Long position 9,606,023,897 67.48%
FEMIERBV) AR AR ([ D (M 5E2) o)
Midea Group Co., Ltd. (“Midea”) (Note 3) Long position 9,506,023,897 67.48%
ENEBEFRAFTENDMEEES) S
Foshan Shunde Midea Investment Holding Co., Ltd. (formerly Long position 9,506,023,897 67.48%
known as Foshan Shunde Tiantuo Investment Co., Ltd.)
(“Shunde Midea”) (Note 4)
FILTIEEEENKREZERER DA HE
(FiBARMFLMIEERXIEREFR AT
(e 1 2= 69 1) (B 7E4)
Mr. He Xiangjian (Note 5) Long position 9,506,023,897 67.48%
fa] = & 5% & (B[ 515) TR
Ms. Liang Fengchai (Note 6) Long position 9,606,023,897 67.48%
2 [l 8 2 £ (M 526) S
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
(Continued)

Notes:

1. These 9,506,023,897 shares of the Company were registered in the name of and

beneficially owned by Midea (Cayman Islands).

2. Midea Holding was deemed to be interested in the 9,506,023,897 shares of the
Company in which Midea (Cayman Islands) was interested by virtue of its holding 100%

equity interest in Midea (Cayman Islands).

3. Midea was deemed to be interested in the 9,506,023,897 shares of the Company in
which Midea Holding was deemed to be interested by virtue of its holding 100% equity

interest in Midea Holding.

4. The registered capital of Midea is owned as to 84% by Shunde Midea. Accordingly,
Shunde Midea was deemed to be interested in the 9,506,023,897 shares of the
Company in which Midea was deemed to be interested by virtue of its holding 84%

equity interest in Midea.

5. The registered capital of Shunde Midea is owned as to 94.55% by Mr. He Xiangjian.
Accordingly, Mr. He Xiangjian was deemed to be interested in the 9,506,023,897
shares of the Company in which Shunde Midea was deemed to be interested by virtue
of his holding 94.55% equity interest in Shunde Midea.

6. Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore deemed to be
interested in the 9,506,023,897 shares of the Company in which Mr. He Xiangjian was

deemed to be interested.

Save as disclosed above, as at 30 June 2010, the Company is not aware
of any other person who has an interest or a short position in the shares
or underlying shares of the Company which was required to be notified to
the Company pursuant to Divisions 2 and 3 of Part XV of the SFO and
have been recorded in the register kept by the Company pursuant to
Section 336 of the SFO.

FEIRRE ()

W :

1. ENHEHBINELEEERYESEHEA
9,506,023,897 i A 2 A % 17

%

i

2. EMEBREREEN (B8 B S)100%0 TR AR
S (B 8 B 8) 1 5 1 3 2.9,506,023,807 B A2 1% 19
A M3

3. 55 Y FE 45 8 32 Y 3 BR100% A HE T #5748 /5 10 35 1O 42 AR AR
WA %A R 29,506,023,807 18 KA A ik 0 R B

°

)

4. BB A R MM & A 284% Btk - BB XM
FAEENBA%KREMBERAR IR R REERER L
9,5606,023,897 & NN A I fn B A -

5. MEREERRRIERENTME AR 294.55%  E it -
fa] = 42 55 A #5945 B IR 42 55 #994.55% A% HE T 4% 45 48 7Y IR
RN R A 5 29,606,023,897% A 24 & i 17
TR -

6. RERLLTAAZREEZRRB Bt BEBRMA
SRR R YRS 25 29,606,023,897 1% A 1t & it
AR

BEXEEEZEN RCT-FFXA=F+H K
RAEL T ABAEREAM AN ERARF A L AER
BEhhEEREIARMAREE F B EK
BIEXVERF2M3D B A& AN R R ARAR R
BEFRBEEEIB6MHATFTE 2 ELMA -



PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company has not redeemed any of its shares during the six months
ended 30 June 2010. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the period.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as the code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry of the Directors, all
the Directors confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2010.

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

Throughout the six months ended 30 June 2010, the Company had
complied with the code provisions of the Code on Corporate Governance
Practices as set out in Appendix 14 to the Listing Rules.

AUDIT COMMITTEE

The Company established its Audit Committee on 5 August 1999 to be
responsible for ensuring the integrity of the financial statements of the
Group, reviewing the effectiveness of internal control and risk
management system of the Group. All members of the Audit Committee
are independent non-executive Directors, namely, Mr. Tan Jinsong
(Chairman), Mr. Lam Ming Yung and Ms. Chen Chunhua. The Audit
Committee has reviewed the unaudited interim results of the Group for the
six months ended 30 June 2010 and agreed to the accounting policies
and practices adopted by the Group.
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REMUNERATION COMMITTEE

The Company established its remuneration committee (the “Remuneration
Committee”) on 22 September 2005 to be responsible for determining the
remuneration of the executive Directors and senior management of the
Company and making recommendation on the remuneration of the non-
executive Directors to the Board. The Remuneration Committee
comprises three independent non-executive Directors, namely, Ms. Chen
Chunhua (Chairman), Mr. Tan Jinsong and Mr. Lam Ming Yung and two
executive Directors, namely, Mr. Cai Qiwu and Mr. Zheng Weikang.

UPDATE ON DIRECTORS’ INFORMATION
UNDER RULE 13.51B(1) OF THE LISTING RULES

Ms. Tan Xuemei resigned as a non-executive Director of the Company on
18 April 2010.

On behalf of the Board

Cai Qiwu

Chairman

Hong Kong, 30 August 2010
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